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Abstract  
Albania is focusing its efforts in the achievement of medium and long-term develop-
ment objectives, particularly so its goals for European integration and the processes 
to this end. Local and foreign investments and projects in the Extractive industry are 
growing in the last years. Statistical data and references show an increased level of 
production and payments made to the state. Income from hydrocarbon sector consti-
tutes the most important part of these payments, followed by the mining sector for 
the production of construction materials. 
The level of production and income recorded in these sectors is increasing. Proof of 
this are the payments made to the government by the extractive industry year after 
year, thus showing consistency of the economic sector and a moderate impact on the 
state budget and other macroeconomic indicators. 
Joining this initiative comes as a continuation of reforms undertaken for this pur-
pose, in order to increase the transparency for all payments made to the Albanian 
State by the Extractive Industry. It follows the path of a broad program of economic, 
financial and institutional reform where transparency and proper management of 
natural resources have a particular importance. These two factors are essential for 
sustainable development. The new Mining Law and other by-laws, in addition to 
other changes required by legal improvements and economic development of the 
country, reflect the requirements of this initiative.  
Key words: Natural Resources, EITI, Extractive Industries, Mining Economy, Min-
ing Law. 
 
1. Introduction to  EITI 
1.1. What is EITI? Cumulative Data 
In many countries money generated from the production of oil, gas and minerals is associated with 
poverty, conflict and corruption. Thus, we are dealing with what often comes as a result of the lack 
of transparency and accountability with respect to the payments that companies make to the gov-
ernments. Extractive Industries Transparency Initiative (EITI) aims to ensure the transparency and 
accountability that is lacking. Undertaken on a voluntary basis and supported by a coalition of 
companies, governments, investors and civil society organizations, this initiative combines the 
efforts aimed at improving the transparency of state budget practice, by starting a process that will 
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provide opportunities to the citizens to urge their governments be accountable about the use of 
these incomes. (Mining Sector Reform, Restructuring and Future Prospects (June 2009). 
Extractive Industries Transparency Initiative (EITI) supports the improvement of management in 
resource-rich countries through the verification and full publication of corporate payments and 
government income from oil, gas and mining. 
Good governance is a precondition for converting large income from extractive industries into 
economic development and poverty reduction. When transparency and accountability are weak, 
extractive industries can promote poverty, corruption and conflict. 
Extractive Industries Transparency Initiative (EITI) was launched by the British Prime Minister 
Tony Blair in Johannesburg in September 2002. The presentation was followed by the first EITI 
international conference, in Lancaster House, London, in June 2003, where participants from gov-
ernments, extractive industries and civil society approved the following principles (www.eiti.org): 
 Share a belief that the prudent use of natural resource wealth should be an important engine 
for sustainable economic growth that contributes to sustainable development and poverty 
reduction, but if not managed properly, can create negative economic and social impacts.  
 Affirm that management of natural resource wealth for the benefit of a country’s citizens is 
in the domain of sovereign governments to be exercised in the interests of their national de-
velopment.  
 Recognize that the benefits of resource extraction occur as revenue streams over many 
years and can be highly price dependent.  
 Recognize that a public understanding of government revenues and expenditure over time 
could help public debate and inform choice of appropriate and realistic options for sustain-
able development.  
 Underline the importance of transparency by governments and companies in the extractive 
industries and the need to enhance public financial management and accountability.  
 Recognize that achievement of greater transparency must be set in the context of respect for 
contracts and laws.  
 Recognize the enhanced environment for domestic and foreign direct investment that finan-
cial transparency may bring.  
 Believe in the principle and practice of accountability by government to all citizens for the 
stewardship of revenue streams and public expenditure.  
 Are committed to encouraging high standards of transparency and accountability in public 
life, government operations and in business,  
 Believe that a broadly consistent and workable approach to the disclosure of payments and 
revenues is required, which is simple to undertake and to use.  
 Believe that payments’ disclosure in a given country should involve all extractive industry 
companies operating in that country.  
 In seeking solutions, we believe that all stakeholders have important and relevant contribu-
tions to make – including governments and their agencies, extractive industry companies, 
service companies, multilateral organizations, financial organizations, investors, and non-
governmental organizations. 
Extractive Industries Transparency Initiative is now a global initiative supported by an Interna-
tional Secretariat based in Oslo, Norway, and the Council, which consists of representatives of 
countries, companies, civil society groups, investors and donors, who are committed to the imple-
mentation of EITI. 
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1.2. How does EITI Work?  
The International Secretariat of the Extractive Industries Transparency Initiative works closely 
with the World Bank and the IMF and is responsible for daily activities related to the EITI, com-
munication with stakeholders and organization of the Council’s annual conferences by establishing 
important relationships through a  global scale outreach and publicity program. Local EITI secre-
tariats have been established in each implementing country. In addition to the implementing gov-
ernments, EITI relies on the support from donors, many large oil companies in the world mining 
industry, as well as investors in those companies. They are also supported by civil society groups, 
many of which operate under the global Coalition "Publish what you pay". 
1.3. What are the Advantages of EITI Implementation?  
The entities that benefit the most from EITI are the governments and the citizens of resource-rich 
countries. Knowing how much companies pay and how much governments get is an essential first 
step in asking information from the decision-makers regarding the use of income. Resource-rich 
countries, which implement EITI, can benefit from the improved investment climate by to the in-
vestors and international financial institutions a clear signal that the government is committed to 
greater transparency and accountability. By supporting EITI in countries where they operate, com-
panies and investors can contribute to mitigate investment risk. Civil society can benefit from the 
increased amount of information in the public sector for the incomes that governments manage on 
behalf of the citizens. 
In brief, "implementing the EITI in the framework of the program for improving governance will 
serve to ensure that incomes from oil, gas and mining activities promote sustainable development 
and the poverty reduction." 
Joining this initiative improves foreign business climate in the mining sector, increases invest-
ments in this sector, and creates the conditions for a broader participation of local business in min-
ing activities. It provides new opportunities for finding donors for various funding, improvements 
to the legislation or other projects related to mining activities mainly related to the establishment 
of relations between government bodies and the public, etc. 
1.4. EITI Criteria 
During the EITI International Conference, held in London in March 2005, participants agreed on 
the EITI criteria. The Conference served to announce what countries should do to successfully 
implement EITI. Implementation of EITI must be consistent with the following Criteria 
(www.eiti.org): 
 Regular publication of all  the oil, gas and mining companies payments made by the com-
panies to the government (“payments”) and all revenues received by governments from oil, 
gas and mining companies (“revenues”) to a wide audience in a publicly accessible, com-
prehensive manner. 
 Where such audits do not already exist, payments and revenues are the subject of a credible, 
independent audit, applying international auditing standards. 
 Payments and revenues are reconciled by a credible, independent administrator, applying 
international auditing standards and by the publication of the administrator’s opinion re-
garding the matter. 
 This approach is extended to all companies including state-owned enterprises. 
 Civil society is actively engaged as a participant in the design, monitoring and evaluation of 
this process and contributes towards public debate. 
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 A public, financially sustainable work plan for all the above mentioned is developed by the 
host government, with assistance of the international financial institutions where required, 
including measurable targets, a timetable for implementation, and an assessment of poten-
tial capacity constraints. 
1.5. How is EITI Implementation Financed?  
Extractive Industries Transparency Initiative is supported by the legislation in force in the imple-
menting countries. It is financed from implementing countries resources and partly through a Multi 
Donor Trust Fund (MDTF) managed from the World Bank. Furthermore, other donors provide 
some special funds for EITI implementation as per each country. 
2. Community Profit Distribution Mechanism  
2.1. Sustainable Communities  
Sustainable communities are the outcome of good policies and laws that are planned and imple-
mented at local level from the responsible institutions/organizations, with the active participation 
of community members. Some of the key instruments to ensure that local communities benefit 
from extractive industries are: 
 community consultation framework, to assess and determine the roles and responsibilities of 
government(s), company(ies), non-governmental organizations, donors and the affected local 
communities on  the measures to address the environmental and social impacts;  
 community development plan, which is coordinated by the Government, both at central and 
local level, in consultation with stakeholders, including the active participation of communi-
ties, aiming the mainstreaming of mining operations and planning the closure of mines in 
broader economic plans at regional level. 
The ultimate goal should be the transformation of the community from a mere beneficiary to a 
reliable partner. 
2.2. Local Communities  
Local communities affected by mining activities may be offered a wide range of benefits. These 
include: the provision of infrastructure in rural areas, the establishment of small and medium en-
terprises, building human resources through trainings that support companies, thus providing pro-
fessional skills either to work directly in the mines, or in supporting secondary industries. 
In principle, the full package of benefits for the community should include: 
 Employment and income related benefits 
 Benefits aimed at building local human resources and institutional capacities 
 Community benefits resulting from the establishment of infrastructure - providing access 
to: (i) education (schools); (ii) markets, where local communities sell their products (roads); (iii) 
health care (medical facilities); and (iv) potable water etc., which, ideally, should be supported 
by the investor and the government and managed by the community. The distribution of benefits 
will be effective if the accumulation of human and social capital is promoted, by improving 
health care and education standards for the local population, as well as its collective ability to or-
ganize, prioritize, represent and negotiate effectively its interests towards third parties, such as 
the Government. 
2. 3. Trust Funds   
These funds are effective mechanisms to support the accumulation of human and social capital that 
are either: 
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 Set up to finance local development initiatives and be managed by the community, accord-
ing to its needs;  
 Or set up to provide funds for future generations.  
 
Chart 1 - Albanian Companies Operating in the Mining Sector. 
2.4. Measures for the Distribution of Benefits from the Mining Sector  
2.4.1. Mineral Property Royalties 
The mining Law clearly stipulates that 25% of the mineral property royalties shall be paid to the 
local communities in the areas where mines for which exploitation permits are issued are located, 
while the rest shall be paid to the central government. 
It would have been fairer if mineral property royalties were paid directly to the local government 
from the beneficiary company, and then reconciled with the central government payments for co-
ordination and audit. 
2.4.2. Model of the Community Development Forum  
The forum has two main functions. The first function is to serve as a place for the exchange of 
information on the project between the user and the central and local government and landowners 
regarding the nature, scope and impact of the project. The second function is to determine how the 
various stakeholders will allocate the benefits of the project, which will then be reflected in the 
number of agreements for the project, or MoUs. 
These agreements define the roles and responsibilities of all involved parties (government, mining 
companies and community), and include services and benefits that will be provided to the affected 
project area. To be mentioned among them is the provision of community infrastructure and shar-
ing of financial benefits of the project. In exchange for the benefits, the community and landown-
ers are committed not to interrupt the implementation of the project, and to cooperate with the 
government and the company. These agreements bind the parties to an ongoing process of consul-
tations, where issues related to the development can be discussed and resolved during the process. 
This initial consultation process and drafting of various agreements should be finalized before the 
endorsement of the Development/Concession Agreement between the government and the mining 
companies. 
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This broad participation approach, which emphasizes cooperation and mutual obligations, has a 
number of key advantages. 
 First, it provides a flexible model that can adapt to diverse issues and needs of different 
communities. 
 Second, it is a comprehensive approach, and all relevant stakeholders are part of the man-
agement and decision-making based on communication, consultation and negotiation. 
 Third, the approach has essentially a democratic and participatory character. People in the 
mining area play an active role in decision-making. 
 Finally, the Development Forum should have strong legal grounds and it represents appli-
cable contracts. Therefore, it constitutes reliable and legally binding commitments, which 
create the trust and assurance needed to rebuild communities and improve economic activi-
ty. 
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Chart 2 - Revenues from Mining Sector. 
3. Interpretations and Conclusions 
3.1. What do EITI Reported Data Show? 
With income amounting to USD 3,950 per capita and a GDP of USD 12.168 million, Albania’s 
extractive industry is based mainly on the hydrocarbon and mining sector. 
The first EITI report on Albania was published in May 2011 with 2009 data. Data and statistical 
references show a payment level of USD 33.962 million made by these sectors of extractive indus-
try, representing a moderate contribution to state income balance-sheet by about 1% and in the 
country's GDP by 0.3%. The mining sector accounts for 6% of payments made to the state in the 
extractive industry, as compared to the hydrocarbon sector, accounting for 94%. 
According to the EITI report, incomes in 2009 amount to USD 10.6/capita only from the extractive 
industry. The data were evaluated and reviewed by the independent administrator, a foreign com-
pany "Fair Links" Srl, France, for 2009; the company is compiling the report for 2010, as part of 
the assessment work that is being done for Albania’s participation in EITI’s international structure. 
Based on the respective reports and data it results that the majority of liabilities and payments 
made by manufacturing companies in favor of the state are: 
 Signature bonuses 
 Mineral royalties 
 Corporate profit tax 
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 Surface fees 
 Other important payments made to the state 
The analysis for companies and the criteria for their inclusion in EITI report 2009 are mainly 
based on: 
 Productivity (production) accounting for a considerable share in their activity; 
 Revenue to state; 
 Surface areas. 
Table 1 - EITI declarations on the oil sector. 
Ref In K USD Private Oil 
Companies (1) 
Alb Petrol 
(2) 
State (3) (1) -(2)-(3) 
A Signature bonuses (exploration phase) 160 - 160 0 
B Royalties 8828 - 8175 653 
C Corporate profit tax (Private Oil Companies) 0 - 0 0 
D Signature bonuses (production phase) 0 50 - (50) 
E Share of Production allocated to Alb-Petrol 22915 22915 - 0 
F Corporate profit tax (Alb Petrol) - 0 0 0 
G Dividends (Alb Petrol) - 0 0 0 
Total 31903 22965 8335  
 
To this end, companies that occupy a significant share in the production and income generated in 
the mining production and hydrocarbons were assessed, i.e. those providing higher payments to 
the state. 
Therefore, the sectors and companies that have exploitation permits, while assessing their activity 
in 2009 and 2010 were analyzed. 
In the EITI report on the reconciliation of payments from the extractive industry sector in Albania 
in 2009, the independent administrator "Fair Links" Srl, France declared that, for the oil sector, 
payments of companies to the state amount to USD 31.903 million, of which 27.7% or USD 8.828 
million in the form of mineral royalties, whereas in the mining sector payments amount to USD 
2.059 million, of which 48.6% or USD 1 million in the form of mineral royalties. The analysis 
shows that the relevant amounts were reconciled based on EITI criteria and that they are evidence 
of  state budget support and the opportunity for funding of projects in extractive industries. 
In the 2010 report it was proposed to increase the level and number of indicators that will be ana-
lyzed as compared to the 2009 report, to include: 
 a larger number of companies, for example from 48 in 2009 to 118 in 2010 (109 from 
mines and 9 from hydrocarbons), 
  companies that produce construction materials, 
 companies  that produce bitumen and tar sands, 
 all oil companies in Albania. 
The proposals related to the limit of income generated and consequently the payments to be depos-
ited to the state from the companies included in the 2010 EITI report are as follows: 
 increase the number from about 60% to minimum 70% for the mining industry companies 
 reach a percentage of 100% for companies in the hydrocarbons sector. 
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Table 2 - EITI declarations on the mining sector. 
In M USD Companies (1) State (2) (1) – (2) 
Signature bonuses 0.2 0.1 0.1 
Surface fees 12.2 12.1 0.1 
Royalties 93.1 92.5 0.6 
Corporate profit tax 86.2 81.4 4.8 
TOTAL 191.7 186.1 5.6 
 
Improvements to the extractive industry legislation, regulations and updated guidelines for high-
lighting the development and growth of investments, income, payments to the state, growth and 
structural improvements to the local budget of areas where extractive industries operate- are very 
favorable factors for the positive assessment done for Albania's participation in the EITI. 
The activity and level of implementation of granted permits for use, along with the analysis of the 
results achieved on the level of implementation of the exploration permits, which were granted to 
private local and foreign companies, have to be analyzed, reconciled and described fully and clear-
ly in the analytical statements of EITI reconciliation report in Albania based on the information, 
publication and broad public discussion, by referring to 2009, 2010 onwards. 
The experience gained and the results obtained from the implementation of the first 2009 EITI 
Report, with 2009 being the baseline year (www.albeiti.org), the recommendations given by the 
EITI International Secretariat regarding the assessment of the work and achievements of Albania 
so far, are encouraging. The assessment conducted at the meeting of the Board of the EITI Interna-
tional Secretariat in October 2011 states that "The Board congratulates the government, the com-
panies and civil society in Albania for the meaningful progress in implementing EITI". This re-
quires the work and follow up process to be in accordance with the principles and criteria set out in 
the EITI rules. 
In this regard, the main goal of this work is to achieve full compliance of the tasks, criteria and 
support the communities in the areas of extractive industry in order to implement EITI as part of a 
program for improving governance in order to serve and guarantee that the income from oil, gas 
and mining activities in the country promote sustainable development and poverty reduction. 
3.2 EITI Implementation Results 
The implementation of programs for Albania’s membership in the EITI, according to the princi-
ples, criteria and rules of EITI is an on-going process. The legislation on the mining sector has 
improved, reflecting the requirements and the economic development of the country. The applica-
tion of international auditing regulations in the extractive industry companies in the country has 
improved as well. 
EITI process is public and widely discussed, by having collaboration between government, stake-
holders and civil society in order to promote sustainable development and poverty reduction. 
EITI reports for 2009 and 2010 and the guarantee for the submission of reports for the coming 
years are a positive example for Albania, wishing to become a member with full rights in the EITI. 
Central and local governments collaborate in programs and projects applicable to the extractive 
industry areas but this must be accompanied by an increase in the level of consultation with stake-
holders and communities in these areas.  
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Community consultation framework is important in order to evaluate and assign roles and respon-
sibilities of government, civil society, non-governmental organizations, donors, and local commu-
nities on measures to address the environmental and social impacts. 
The establishment and operation of development forums in the communities of extractive industry 
areas is proposed. The final objective should to be turning the community from a mere beneficiary 
to a reliable partner (EITI Business Guide, How companies can support implementation). 
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